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Back to GV Series Up to Series Up to Media =

Who knew it was that Hot!

The hot potato

"Corporate hot potato" (informal)
More formal or technical terms
include:

1. Serial Acquisition Target
A company that is frequently
bought and sold by different
parent companies over time.

2. Portfolio Company
When a company is owned by private equity or venture capital, it's
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called a portfolio company. If it's passed between different
investment firms, it's often viewed as being "'shopped around."

3. Spin-off/Divestiture Subject

Sometimes a company is repeatedly spun off or divested by larger
parent corporations, suggesting it hasn’t found a stable long-term
owner.

4. Orphaned Asset (context-specific)

A term used when a company or business unit becomes strategically
misaligned with its parent and is sold off—sometimes more than
once.

5. Acquisition Football (colloquial)
Used informally to describe a company being "kicked" from one
owner to another.

Most of these boxes have been checked.

Chain of Succession

Here's the story of how those boxes got checked.

The Gooding Interlude

By the end of the last century, Tek's thinking finally fell in line with
Soros. Meyers had been running the numbers each year through
the 90s to see if more value was wrung out of the company by
keeping it together or splitting it apart. By the end of that last
decade, with Printers growing, and VND and the group cratering,
the time had come. Tektronix divested its printing, video and
networking divisions. The printing business was sold to Xerox. Tek
itself went back to concentration on its test equipment roots.

It sold the video business to a private investor, Terence Gooding of
San Diego, California, who reincorporated it under the name Grass
Valley Group, Inc. The sale closed on September 24, 1999. Gooding
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was a private investor based in San Diego. Tektronix kept a 10%
equity stake in the new venture, which continued to be based in
Nevada City, with an engineering design center inherited from
Tektronix in Beaverton, Ore. While Tek had dropped the " Group"
from the name a few years prior, Gooding added the moniker back,
so the company again was the Grass Valley Group. Besides the
traditional switcher and router markets the Group kept the Profile
server group up in Oregon.

The investor group led by Gooding, included Thorsteinson, who
moved over to the new venture from Tek. Gooding served as
chairman and Thorsteinson as CEO of Grass Valley Group. Larry
Neitling continued as the Operations Manager. With an additional
Lazard Asset Management Group investment of $34M in capital,
Gooding and investment partners promised to fund the new
company's working capital and acquisition needs until it reached a
level of fiscal maturity appropriate for outside funding. They
eventually pumped $100M into the R&D effort.

Here's where we will check our first boxes. To Tektronix Grass
Valley had become an "orphaned asset" as the company had
become strategically misaligned with its parent.

Gooding and his investment partners were considered a '"Portfolio
Company." A private equity or venture capital company, where
Grass Valley is a company in the venture firms portfolio.

The new company had annual sales of $200 million in 2000 with 700
employees worldwide. To help build the company it tried focusing
not only on television broadcasting, but emerging markets, such as
the Internet to electronic projection, as well, with little effect

Thorsteinson had three goals for the new company:

* A narrower focus on its strengths, namely the video server area
where GVG's Profile maintained the its number one market share,
as well as Grass Valley switchers, routers, and modular products.
Over the preceding several years, Tek had tried its hands at PCs
and nonlinear editing systems but found the market to be saturated
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and unresponsive.
* Reducing costs, GVG consolidated from three manufacturing
plants to its Providence Mine operation in Nevada City, reducing
costs from $45 million per quarter down to $19 million per quarter.
e Competitive pricing, including using commodity microprocessors
to reduce manufacturing costs.

"While the company was resting on the success of its Profile servers
and its well-known switchers, but in a rapidly changing broadcast
landscape, it gave them a little breathing room as it was again
becoming competitive in its core products. The consolidation back
to home turf was to last only for a couple years. The expansion
away from the Grass Valley area was soon to begin in earnest.

When Goodman took over the Group, revenues from new products
introduced within the previous 12 months represented less than
10% of Tek's VND division revenues, as most of the products selling
had been introduced 5 or 6 years ago. "If you don't offer new
products every 18 to 24 months, you won't succeed in this
business." Thorsteinson said at the time.

As Tek was selling the Group, it was launching a new production
switcher, the Kalypso. OB operators loved it, as it had many new
innovations for high end production. Launched at IBC in 1999, it
took the switcher concept another quantum leap forward,
becoming what the Group called the "video production center,"
putting still stores (and later clip stores) and graphics file
conversion right into the switcher, along with multiple effects banks
and other creative power.

Thorsteinson and the group were taking additional action. They
invested $60 million in research and development in 24 months to
develop new products. The plan was to continue spending 13% to
15% of sales on research and development, which would have been
$30 to $35 million annually on R&D.

In the router realm the company, in 2000, introduced the 7500
wideband routing system. Early on with HD reclockers for the
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signal did not work very well. The answer early on was to just build
routers with as wide a bandwidth as possible. The 7500 could work
with signals ranging from 10 KB/s to 1.485 GB/s HD bit rate.

They also tried marketing the Voodoo Media Recorder. With 32
heads, this SMPTE D6 gigabit recorder could record either
uncompressed HD or data streams up to 128 MB/s. While
impressive, it was very expensive due to the speed and the space
that uncompressed media data required. It was a bit ahead of its
time technology wise.

Avstar was launched, which was a joint newsroom automation
project between Avid and GVG. The Group contributed their
Newstar product to the effort, and while at the time Gooding said
that it "remains an important part of the company's business," he
also said that GVG will rely less on joint ventures moving forward.
"It takes so much work to do a joint venture." He decided to sell off
their Newstar product line to Avid in 2001.

In 2001 the GXF container format (informally, sometimes called a
wrapper) or metafile was introduced. This was a file format that
allows multiple data streams to be embedded into a single file,
usually along with metadata for identifying and further detailing
those streams. Grass Valley had started developing it for their
Profile servers. SMPTE formalized the standard as SMPTE360M
as a broadcast industry audio/video file interchange format based
on Profile video servers.

The company continued Profile development by introducing the
Profile Media Area Network, which provided shared storage for up
to 48 channels. This allowed truly enterprise-wide storage and
delivery.

Under Gooding and Thorsteinson the Zodiak digital production
switcher was introduced in 2001 for mid-range applications. It was
an effort to replicate its analog market share in live digital
production, which offered many of the high-end features of the
company's flagship Kalypso Digital Production System but carried
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a smaller $125,000 price tag verses Kalypso's starting price of
$185,000. Affordability was a major factor that had made the
analog GVG model 200 and 250 the veritable workhorses of the
industry. The company was hoping to replicate that in the digital
realm. But again, these were SD switchers, and not HD.

Thomson came a calling in 2002. It was looking to bulk up it's
offerings in the media arena. This wouldn't be the only time that
Grass Valley was acquired with that object in mind. Thomson paid
$172 million. The changes that Tek had contemplated for the Group
were mild for what was soon to happen. This was the second time
that Thorsteinson was involved with selling the same company. It
wouldn't be the last.

Thomson's Turn
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How to totally destroy a brand!
Using the whole pig, and it all going to waste!
First contender for RCA 2.0!

In April 2002, the French electronics giant Thomson Multimedia,
today known as Technicolor SA, became the third owner of the
Grass Valley Group. Combined the two companies were $500
million a year concern.

Under Thomson, Tim Thorsteinson, the former president and CEO
of Grass Valley Group, became the vice president of the combined
switcher, server, digital news production, router, master control,
facility control and modular product lines. Thorsteinson, who has
made his reputation on his commitment to R&D, at the time said
the new R&D team would be split between Europe and the U.S. He
said working from two continents does have its advantages.
"There's always a feature set that our guys didn't quite get for the
production switchers, or we did big routers when Europe was going
to compact routers," he said. ""Having a design presence in a
geography and having people visit customers there is a tremendous
advantage."

Thomson had already enlarged its
broadcast activities earlier that year when
it acquired a majority interest in the PHILIPS
Philips Professional Broadcast Group.
Thomson thought the transaction would
reinforce Thomson's access to the
professional U.S. customer base. At the
time of the sale Thorsteinson said, '""Our
goal is to take the things we've been successful at and carry them
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forward, and the upside of this whole acquisition is that we're now
part of a company that is focused on the total media space and
we're part of a large company that has a capital base. The challenge
of what we've been doing the last couple of years is that we've been
very thinly capitalized. So, keeping the engineering spending where
we kept it, 15-20% per year when we're in an industry recession
and we're capitalized by basically one person was difficult." None—
the—less Thorsteinson was soon gone, but his influence on the
company was not done.

After coming under the ownership of Thomson, Grass Valley
Group was forced to merge its product line with the existing
professional and broadcast products of its new parent company,
with mixed results. This is when most of the corporate DNA, today
infused behind the Grass Valley moniker, occurred as we will see.
While it was known as Thomson—Grass Valley then, a lot of the
assets, and baggage that Thomson brought stayed under the Grass
Valley name when the company was sold later for the 4th time.

Thomson's Ancestry

The lineage of Thomson is the convergence of five lines of
companies. We will look at them now.

Thomson itself

Thomson was named after the electrical engineer Elihu Thomson,
who was born in Manchester, England, on March 26, 1853.
Thomson moved to Philadelphia, USA, at the age of S, with his
family. Thomson formed the Thomson—Houston Electric Company
in 1879 with Edwin Houston. The company merged with the Edison
General Electric Company to become the General Electric
Company in 1892. In 1893, the Compagnie Francaise Thomson-
Houston (CFTH) was formed in Paris, a sister company to GE in
the United States. It was from this company that the modern
Thomson Group would evolve.

file:///C:/Users/sigma/Documents/Projects/ 6 website/jpdotcom/210110 site/jb/lomaricatv/launch/series/gv/hot potato.html 8/37



7/25/25, 4:34 PM Hot Potato
Thomson was early to digital, producing their first Digital Noise
Reducer in 1977. In 1986 Thomson demonstrated Le Studio
Numerique, the world's 1st full component digital studio. Later the
system was installed at SFP, Paris. In 1992 Thomson introduced a
Motion Compensated Standards Converter.

Hi-powered television transmitter

Thomson-CSF acquired U.S.
transmitter vendor Comark
Communications, along with
Comwave and formed Thomcast
Communications to strengthen their
worldwide presence in television
transmitters. In the late 80s Comark
was known for pioneering very high-power television transmitters,
using an offspring of the Klystron vacuum tubes which were much
more efficient than their ancestors. Comark was selected to supply
the transmitting system for the Model HDTYV station project.

Thales Broadcast

In the early 90s Thomcast added Asea Brown Boveri (ABB), a Swiss
transmitter and antenna company to its transmitter portfolio. In
2000 Thomson—CSF divested its military and transmission product
lines creating Thales. Thomcast becomes Thales Broadcast and
Multimedia. (Confusing!) In 2003 Thales pioneered the
development of Digital Modulator Pre—Correction for ATSC 8-
VSB.

In June 1998 in a deal brokered by the French government, parts of
Aerospatiale, Alcatel, and Dassault Industries came under the
Thomson umbrella. The French State's interest in Thomson was
reduced from 58% to 40%, and Alcatel and Dassault Industries
became shareholders.
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Bosch

Bell & Howell
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Philips

The Philips Company was founded in 1891, and its first products
were lamps. In the 1920s, the company started to manufacture
other products, such as vacuum tubes. In 1939, they introduced
their electric razor, the Philipshave which was marketed in the US
using the Norelco brand name. What Philip became very well
known for in the broadcast industry was their cameras. Their first
big hit in the U.S. television market was their groundbreaking PC-
60 color camera which was introduced in 1964.

PC stood for Plumbicon Color. The "plumbicon' imaging tube was
a much more sensitive, smaller, with higher resolution than what
had come before. 60 stood for the year the Plumbicon was invented.
In the U.S., the camera was also sold under the Norelco brand. Yes,
the same folks who had been selling electric razors.

An early pioneer in television, Philco, in 1940 claimed that Philips
name was too similar to theirs, and got the FTC to block any
products from having the Philips name on it in the U.S. So they set
up a subsidiary called NORth American ELectronics COmpany, or
Norelco for short. So everywhere else except the U.S., when the
Norelco PC-60 launched, it was known as the LDK-1. LDK is the
Dutch abbreviation of the lead oxide tube, which is what comprised
that image target in the plumbicon tube. Finally, in 1981 Philips
acquired GTE, who had acquired Philco from Ford Motor. Ford
bought Philco in 1961. Philips could now brand itself Philips
everywhere.

PC-70, which soon followed the PC-60. The camera that made ABC and CBS
get serious about color

Up until then both networks were avoiding broadcasting much in
color. ABC because it didn't have the money to spend on color
equipment. Color cameras were going in the $100K range, in 1960s
dollars. Plus, all the ancillary equipment was also more expensive
than black and white equipment.
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Thomson then purchased the Moving Picture Company from ITV
and the Internet startup Singingfish but then sold it to AOL in late
2004.

In 2004 Parkervision, Jacksonville, Florida company was bought
for $14 million, adding automated news production systems and
robotic camera lines. This added 143 employees to the company,
which then had over 73,000 worldwide employees. What
Parkervision offered to it's clientele was the ability to run a
production control room, say during a newscast, with one employee
instead of the four or five normal required in a mid—sized market.

In 2004, Thomson set up a joint venture with China's TCL (TTE),
giving to TCL all manufacturing of RCA and Thomson television
and DVD products. This made TCL the global leader in TV
manufacturing, while Thomson still controlled the brands and
licensed them to TTE. At the time, TCL was hailed as the first
Chinese company to compete on the international stage with large
international corporations. Thomson initially retained all
marketing of TTE's products, but transferred that to TTE a year
later. Thomson sold the Indian company, Videocon Group, the
display manufacturing business for about $250 million. In early
2010, Thomson sold the television brand RCA to ON Corporation.

Next on the menu was Canopus Co., a manufacturer of video
editing cards and video editing software, which was acquired in
2005 for $107 million. The company's video cards competed with
the likes of Matrox and Pinnacle Systems. In 2003 Canopus
introduced their EDIUS nonlinear editing software.

Thales television transmitter at WMHT in Schenectady, New York, a PBS station
in 2003

In its quest to cast as wide a net as possible in product offerings, at
the end of 2005 it also bought back Thales Broadcast for $155.6
million, which it had sold off earlier. This brought a line of radio
and TV transmitters, antennas, and a line of MPEG test equipment
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into the fold. It also
added Nextstream, with
compression product
lines for telco, cable, and
satellite segments.

Together, these
acquisitions completed
Thomson's two year plan
to enhance its claim as "a
worldwide leader in end
to end systems for
distributing multimedia
content over broadcast,
cable, satellite, and the emerging market for sending video over
Internet Protocol, also known as IPTV."

A problem was there were some product overlap. Both Grass Valley
and Philips made production switchers and routers. In fact, Grass
Valley's Trinix router was introduced almost at the same time that
Philip was developing their venerable line of Venus routers. Also,
both Philips and Thomson offered high end cameras.

Marc Valentin became the Grass Valley's Division
president, replacing Thorsteinson.

Marc Valentin started with Thomson in 1993
as a corporate planner. In 97 he became Chief
of Staff which meant the managing and
organizing of Thomson CEQ's presentations,
management meetings and management
schedule, then moved on to be Vice—President,
Digital set—top—boxes Europe. In 2002 he became head of the entire
company, which interestingly was now called Grass Valley. He was
tasked with integrating the former Philips Broadcast business and
Grass Valley Group into the rest of the company.

file:///C:/Users/sigma/Documents/Projects/ 6 website/jpdotcom/210110 site/jb/lomaricatv/launch/series/gv/hot potato.html 19/37



7/25/25, 4:34 PM Hot Potato
When Thomson had taken over the company it became known as
Grass Valley, a Thomson brand. By 2005 Thomson realized that the
Grass Valley brand was stronger than Thomson's, at least in the
professional television realm in the states. So the Grass Valley
brand was applied to all activities of the division, including the
website; www.thomsongrassvalley.com became
www.grassvalley.com. All traffic to the former web site was now
automatically directed to the new site. While the brand name was
as strong as ever, with much expanded product lines, the namesake
of the company was losing its grip on the company.

In 2003 the first
joint switcher
project between
Philips and GV
design teams
produced the
KayakDD Digital
production
switcher for low
to mid-range
markets, with
many features of
the Zodiak.

In 2005
Premier Retail
Networks
(PRN) was
acquired by Thomson for $285 million. The company did digital
sign—age for companies such as Walmart. Also in 2005, what many
said would never happen, that is up until the Thomson acquisition,
a Grass Valley product with a lens hung on the front of it. A
Thomson-Grass Valley camera was introduced at IBC.

In 2006 the Grass Valley Division teamed with Polatis which was a
provider of optical switching products for the communications,
video, defense and instrumentation industries in an attempt to re—
enter the fiber market.
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In 2007 the "French conglomerate' as it was often referred to,
decided to replace Valentin with Jacques Dunogue¢, and realign the
structure of the business. Dunogué was the Senior Executive Vice
President in charge of Thomson's Systems Division. At the same
time steps to strengthen and reinforce video networking and
systems integration synergies with Thomson's other related
businesses were also taken. Grass Valley, with Philips firmly under
the GV brand, were organized into three business units: Broadcast
& Professional Solutions, Integration & Transmission Solutions,
and Video Network Solutions. At that time Jeff Rosica, who had
been managing Grass Valley's North American sales and marketing
efforts, continued on in that role and also lead the Broadcast &
Professional Solutions business unit, reporting directly to Dunogue.

The Implosion

In 2008 the housing bubble broke, culminating in a "perfect storm"
that became known as the Great Recession. Up until Covid19, it
was considered by many economists to have been the most serious
financial crisis since the Great Depression. It was a worldwide
recession.

It was precipitated by predatory lending targeting
low—income home buyers, and a vast web of
derivatives linked to Mortgage—backed securities,
tied to American real estate, which collapsed in
value. The increase in cash out refinancing, as home
values rose, fueled an increase in consumption that
could no longer be sustained when home prices went
into decline. The U.S. home mortgage debt relative to GDP
increased from an average of 46% during the 1990s to 73% during
2008.

U.S. mortgage debt was at $10.5 trillion. In March 2008, the
Federal Reserve allowed Fannie Mae and Freddie Mac to buy $200
billion in subprime mortgages from banks. Officials thought this
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prime mortgage crisis, and its exposure to less liquid assets.
Lehman's bankruptcy filing was the largest in US history.

Barclay acquired what was left of Lehman's North America
operations for $1.35 billion. What it basically got was its $960
million headquarters, a 38-story office building in Midtown
Manhattan, and the responsibility for 9,000 former employees
severance pay.

To avoid bankruptcy, Merrill Lynch was acquired by Bank of
America for $50 billion in a transaction facilitated by the U.S.
government.

In what continued to be a bad September, the Federal Reserve took
over American International Group with $180 billion in debt and
equity funding, and technically assumed control, because many
believed its failure would endanger the financial integrity of other
major firms that were its trading partners. These were Goldman
Sachs, Morgan Stanley, Bank of America, and Merrill Lynch, as
well as dozens of European banks.

Next, the equivalent of a bank run on
money market funds, investors
withdrew $144 billion from U.S. money
market funds, which frequently invest
in commercial paper issued by
corporations to fund their operations
and payrolls, causing the short—term
lending market to freeze. The
withdrawal compared to $7.1 billion in
withdrawals the week prior. This
interrupted the ability of corporations to rollover their short—term
debt. The U.S. government extended insurance for money market
accounts analogous to bank deposit insurance via a temporary
guarantee and with Federal Reserve programs to purchase
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commercial paper. By the end of the year the DJIA had dropped
another 20%.

The banking crisis spread. Iceland saw all three of its major banks
fail. Relative to the size of its economy, it was the largest economic
collapse suffered by any country in history. It was also followed by
the European debt crisis, which began with a deficit in Greece in
late 2009. The ongoing crisis saw $2 trillion erased from the global
economy.

The credit crunch wreaked havoc with the paid advertising model
for "Free" TV. Station Groups like Sinclair developed consolidation
strategies based on centralized operations. The number of separate
station owners decreased, and thus the equipment they needed also
decreasing. While the station group's total budget for broadcast
equipment might have been increasing, the per station spending
was declining because of consolidation of ownership groups.

Recent FCC decisions also accelerated this trend, such as ending
the Main Studio Rule in 2017. The main studio rule had been in
place for nearly 80 years and required AM, FM, and TV stations to
have a main studio located in or near the community it was licensed
to. At the time, the rule was meant to facilitate input from
community members and the station's participation in community
activities.

The FCC, in its official announcement, said that it recognized that
the public can now access information via broadcaster's online
public file and that stations and community members can interact
directly through alternative means such as email, social media and
the telephone, making the main studio rule "outdated and
unnecessarily burdensome.'" This meant that these ownership
groups could consolidate their operations even more, reducing
overall spending.

Technology is a great equalizer. It simultaneously erodes and
creates wealth. The effect of technology on the Broadcaster has
recently been to greatly reduce, if not remove, the power of the
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broadcaster to control the format in the home. Now the consumer
consumes television on a device and format, and at the time of their
choosing.

Thomson had revenues of $6.4 billion for the fourth quarter of
2008, a decrease of 12.7 percent compared to the previous year at
then current exchange rates, and 7.7 on a constant currency basis.
The crisis resulted in Thomson defaulting on its financial
covenants. Some of the company's private placements required that
debt didn't exceed net worth. At the end of 2008 it had a market
cap in France of around $460 million. Debt was nearly $2.8 billion.
It had a little over $1 billion in cash at the end of the year; money it
drew down from the balance remaining on its syndicated credit
facility. By the end of April 2009, this covenant was going to be
breached.

This triggered some creditors to demand early repayment.
Thomson was forced by its creditors to divest its Grass Valley and
PRN digital signage business and other manufacturing entities. On
January 29, 2009, Thomson announced the sales of the two
divisions. Its stated reason was to focus on services business and
improve its financial position. Together, Grass and PRN generated
$1.3 billion in sales in 2008, about 20 percent of Thomson's
revenues.

At the time the publication TV Technology observed: '""Nothing
against the French, but that ownership always seemed rocky. From
my discussions with many Grass Valley personnel, the relationship
between American and Technicolor's (Thomson's) French
management was often strained. I more fully recognized one key
symbol of the French style of management when GV press releases
began listing the value of equipment sales in euros. I asked the
Americans why a sale of equipment made in Grass Valley, CA, to a
broadcast network in New York would be valued in euros. The
paraphrased answer was, because that's what they (the French)
want."
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This acquisition encompassed 100% ownership of Grass Valley's Broadcast & Professional business, including
its camera, content repurposing, editing, master control, modular, news production, production automation,
production switchers, routing, and video servers product lines, along with their entire product portfolios, R&D
centers, factories, sales and systems activities, customer support organization, and management and
administrative support functions worldwide.
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Francisco Partners invested in technology and technology-enabled
businesses. They looked upon themselves as '"turn-around-artists,"
willing to invest in reposition, re-capitalize and rejuvenate
companies, which GV conglomeration severely needed. At the time
it had $5 billion in capital and claimed to have the expertise to
pursue enterprise investments ranging from $25 million to $2
billion. The deal was put together by David Golob and Brian
Decker.

David Golob,
3 3

Brian Decker

Golob joined Francisco
Partners as a Partner in 2001
and he focused primarily on
investments in the software and
services sectors. Prior to joining the firm, he worked for three other
venture firms focusing on technology and software. Early in his
career, he was a management consultant with McKinsey &
Company and a Product Manager with Newport Systems Solutions,
Inc., which was acquired by Cisco. Golem said the Grass Valley
deal was just too good to pass up. Essentially, they bought the
company with no money except taking over the debt.

Decker was a Deal Partner with Francisco Partners, Before
Francisco he was a Business Analyst with McKinsey & Company
where he focused on the semiconductor, telecommunications, and
hardware sectors. Earlier he had product and strategic marketing
roles in a couple high tech companies. He represented Francisco
Partners on the GV board.

Alain Andreoli

They brought in a Silicon Valley guy. Alain Andreoli joined Grass
Valley as CEO for Francisco Partners, where he was an Operating
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Andreoli would contrast the situation that generally existed then,
where broadcast technologists preferred to buy proprietary best of
breed products. Andreoli often used an analogy. Where hunter-
gathers would wander the wild-wide open spaces to farmers. He
described the broadcast industry as the hunter-gathers. He defined
the farm as a seamless content management factory, ultimately a
utility. He said, "it must change into a farm." To build the farm, he
advocated a smaller group of vendors with inter-operating
solutions, much like the IT industry had become early in the new
century.

This is much like the observation George Hoover, retired CTO of
NEP Inc., NEP is the largest vendor of production services in the
world, had made concerning the remote production industry
earlier. Early on he said vendors of such services had been cowboys.
They needed to become ranchers to survive.

The world was moving towards wired and wireless connectivity
through the Internet. The argument was that broadcasters had to
do the same. Specialized hardware would greatly diminish, and that
vendors would need to move to sell solutions and services. Moving
to file-based operations would allow broadcasters to switch to IT
technology, and that closed "best-of-breed' systems would give way
to open architectures. He was exactly right as we will see in later
articles, just wrong about the time frame.

He foresaw one other revolutionary development. The rise in
variable operational costs that would replace a lot of capital
spending. Renting elements or capability to produce a show from
services in the cloud. What used to reside in a facilities equipment
or "rack' room would be somewhere else and be much more
software than hardware based. While control panels and other
operator surfaces might be local, the processing would not.

At that time to move in that direction, GV started development on a
localized version of that concept. The K-Frame would allow any of
the "K" control panels, such as Kayenne, Kayak, Karrera, Korona,
etc. to control central processing in the K-Frame, which they
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Weaver, in a blog at the time quipped, "The
firings will continue until we ship this
product!"

Another product that was getting tired, was
the Ignite newsroom automation system. At
one-point GV was going to retire it. But after
it won an Emmy, they decided to keep it. They released a new
software version to update it, but customers never seemed to be
impressed with the improvements. It was not competing well with
newer competition, and it did not scale down well for smaller
markets.

Another big evolutionary development was trickle down
technology. A Sony engineer once observed that up until the late
90s, technology from their high-end broadcast gear, would
eventually find its way into consumer gear. Now it was the opposite.
Technology had gathered enough critical mass that new
developments would rapidly become economical enough that they
would go straight into consumer gadgets. Recently, half-jokingly,
it's been suggested that Sony Broadcast high-end hardware might
be reduced to residing in a Playstation. The Playstation uses a
multi-core multiprocessor called the Cell. It combines a general-
purpose PowerPC core of modest performance with streamlined
coprocessing elements which greatly accelerate multimedia and
vector processing applications, as well as many other forms of
dedicated computation. It's an early microprocessor that relies on
dedicated circuitry video and audio processing and not the
microprocessor itself. It was developed by Sony, Toshiba, and IBM.

This, even back during Andreoli's reign, was happening. A common
example even then, were image capturing devices, cameras, and
cellphones. Today a person with their iPhone could capture some
video at the same time a very high-end television camera was doing
the same, The cost difference between them could be three orders of
magnitude, $100K verses under $1K, and the quality difference
would not be objectionable. The earlier broadcast technologist who
would search out "best-of-breed" solutions, now could be
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competing with the concept of "good enough''. We have mentioned
before that much earlier television technology was much less
robust, and technicians and engineers, much like IT folks today,
were the keepers of what made it to air.

As we saw in an earlier article, that all changed when the Sony
Umatic VTR was discovered by news departments in the 70s. Now
content trumped the holy grail of quality. Even though at the time
sending a Umatic VTR to air often broke at least one technical rule
still in the FCC regulations, the writing was on the wall.
Multimedia content producers could now decide what platforms
suit their business needs. Much of those were from generations of
new users that had no concept of '""broadcast quality."

While the K-Frame eventually made it to market, the off-the-shelf
hardware part of the "Galaxy" quest did not. The problem was
that Andreoli would not allow any of the drivers for OTS hardware,
or the OS and other low-level software to be modified. It was
simply too early to adopt this standard off-the-shelf approach. It
still wouldn't work at that time with real time HD video.

Under Andreoli Grass Valley outsourced its final assembly and
testing operations from its Nevada City headquarters in July 2013,
followed shortly by a lay-off of 34 local employees. After the
outsourcing, the company's Nevada City facility continued to
handle purchasing, customer support and switcher engineering. In
2009, Grass Valley still had nearly 300 employees at its Nevada City
facility. Following another 10 percent reduction the following year,
the company had around 270 employees in 2011 in Nevada City.
After additional outsourcing it was below 200.

At the end of that year the increasingly wanderlust company moved
its headquarters to Hillsboro, Oregon to an existing office inherited
from Tek. Soon Grass Valley moved up the road from its former
Profile server digs in Beaverton.

While GV employment in the area was now dropping quite
precipitously, the company had facilities in Burbank, Ca; Norcross,
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Ga.; Montvale, N.J.; Hillsboro, Ore.; Salt Lake City, Utah; and
Miami; as well as Canada, along with several European countries,
Dubai, Russia, Japan, Australia, New Zealand, and a handful of
other Asian countries. It was rapidly becoming a citizen of the
world and becoming only loosely coupled to the land of its
founding.

When Alain Andreoli stepped down in 2013. The writing was on the
wall.

Tim Thorsteinson

Chuck Meyer was on a plane sitting next to David Golob during the
time when Alain Andreoli was getting ready to step down. Golob at
the time was chairman of GV's board. As you recall he was the
Francisco partner instrumental in buying GV. As a joke Chuck
suggested they hire Tim Thorsteinson. Thorsteinson was GV's
President when Tek sold the company, and again when Gooding
sold it.

Six months later Golob made the following announcement in
January of 2013: '""We are pleased to have Tim Thorsteinson join
Grass Valley at this pivotal point in the company's transformation.
Tim's in-depth industry knowledge and his proven track record of
value creation will ensure Grass Valley's continued success as an
independent leader in the rapidly evolving broadcast infrastructure
market."

Besides moving up the Tek ranks and running GV before, then
leaving in 2003 to become president of Leitch. Thorsteinson had
also been President of the broadcast communications division of
Harris Corp., and president when Harris Corp. acquired Leitch in
2005. He resigned from Harris in 2009.

"Grass Valley is uniquely positioned to help lead the broadcast
industry into the multi-platform era and I am excited to be joining
the team," Thorsteinson said. On another occasion he said, "I love
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Grass Valley, it's always been a great business and a solid brand.'
But he also warned that 2013 would be a difficult year.

Many thought he was there to sell and cash out the investment for
Francisco Partners. Mark Hilton, who was originally hired by Tek
in Oregon, came down to GV in the late 90s, had left in 2005 as he
did not like what was going on with Thomson, and went to work for
HP for nine years. Thorsteinson had contacted him, and said that
they were about to be sold, and he didn't know where or how they
would use him but it was exciting times and so Hilton was
interested. Hilton was the person who restarted the modular
division after Fjeldstad had shut its R&D down in the 90s.

During the second half of 2013 there was a huge fall in sales in the
broadcast industry. Companies in the industry saw declines of 10-
40% sales. Part of that was the lull after the large extravaganza
NBC had put on for the London Olympics. NBC broadcast all the
events live through either television or digital platforms. They
provided 5,535 hours of coverage across NBC, NBC Sports
Network, MSNBC, CNBC, Bravo, Telemundo, NBCOlympics.com,
along with two specialty channels, and the first-ever 3D platform.
That surpassed the coverage of the 2008 Beijing Olympics by
nearly 2,000 hours. NBC itself accounted for 272 hours of coverage.
Internet and cloud infrastructure advancements, along with very
large storage systems pushed the rush towards the cloud.

The Olympics often dictated the television equipment cycle. Two
years before the Olympics NBC, who had been sole U.S.
broadcaster of the Olympics since 1988, along with the rights
holders in other countries around the world, would bulk up on the
"latest and greatest' gear. Then afterward, budgets busted, and the
propagation of much of that gear pushed outward to the network's
other facilities and sold off to others, famine would strike. 2013
shaped up to be worse than normal. In addition, Europe was still
recovering from the 2008 economic crisis, especially Cyprus,
Greece, Ireland, Portugal, and Spain.
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Increasingly, the ""commoditization' of products was occurring, as
standard platforms were able to do more processing, software was
becoming the value added product. Grass Valley decided that soon
it would begin selling software licenses for their products, which
could become a nice revenue stream.

"We were No. 1 or 2 in switchers, routers, servers, news systems. I
intend for us to be there again.'" Thorsteinson said at the time. All
the while what Thorsteinson was really doing was positioning the
company to be bought so Francisco Partners could cash out. That
happened when a company that many at the time thought was able
to brake the cyclic peddling of this venerable broadcast equipment
vendor, stepped forward.

Soon GV was no longer in the Francisco Partners portfolio. Belden
took over in February 2014 for around $200 million. Francisco
Partners walked away with around $50 million in profits.

Next article we will look at how Belden couldn’t make this work.
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